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Re Reply Comments of (lie N c u  Yoih Statc Department of Publlc Service in the 
MAler  o f  thc Revtcn oftlie ('olnmisslon's Rules Regarding (lie Pricing or  
Unbundlcd Networh Eleiiiciits dnd the Resale of Service by Incumbent Local 
Exchange Camers, WC Docket No 03-1 73 

Dear Secretary Dorkh 

The [LcM. Yorh State Dcpartrncnl ~ I ' P L I ~ I I c  SenJice (NYDPS) submits these reply 
cclmmc'nts i n  rcsponsc to (he Fcderal ('oiiiiiitii1icalions Commission's (Conmission) Notlcc of 
Proposed Rulcmaktng ( N P R M )  p ~ t h l ~ s l i c t l  111 ~ l i c  October 17, 2003 Federal Rexister. 

\'ar.totts pitrtics have qLicsttonctl (lie .ipl~rq~rtatcnc'ss o f  the prtclng methodology for 
llnbundled Network Elcmeiits (LINES) k n o \ \ n  '1s I'otal Element Lon:: Run liicrcrnental Cost 
(TELRIC) 
Companies (VcriLoii) state i n  their comments tha l  thetr study "demonstrates that UNE rates In 
place belkvetm I 997 and 2002 have idready r.cstr1it.d 111 a substantial shortfall between the 
wholcsale rcbcntics Verizon has received lor the LINES i t  provided to CLECs and Verizon's 
Iii~torical invcsttncnt i n ,  and the associittcd opcrating cxpcnses for, the facil~iies 11 has to provide 
lliose UNEs " I  Verizon stales Curther lhal lion1 Ic)97 through 2003, tn New York, Ver~zon 

I lowcver, thcre I S  one isitic that reqiiircs furthcr comment. The Verl/on Telephone 



inc~ii.rcd ;tpl?ro~iiiii~tely $2 4 billion in costs to provide UNEs  that were not recovcrcd by 
I ' t LK I ( '  i ' i I L I 3  ~ 

I h c  N Y D P S  would need subs~antial time to audit and rcndcr an opinion on Verizon's 
study I c ~ t i I t s  The S2.4 billion I S  claimed to be the losses on UNE leases durmg 1997.2003 as a 
rcstilL 01'tising TELRIC rather than Veriioii's acttial (or embedded) costs To the extent that 
Veri/oi i  coiitciids that its UNE rates do not rccovcr 11s full cost of service, as l he  Commission is 
aware, t l ic Supreme Court concluded that recokery orembedded costs was not envisioned as part 
ol'T[~l.RI(' 

Illill1 tlicrc IS  a fiiller Lindcrstaiiding o f t h e  underpinnings ofVeriLon's claims, the 
C'oiiiiiiissioii should not make national policy based on Vcri~on's filing ' 

Very trtily yours, 

Ceiieral Counsel 
New York State Public Service Commission 
-7 Empire State Plaza 
Alhaiiy, New York 12223-1350 

' A cursoi-y IC\ ICIV of the exhibits appen~led to VcriLon's comments indicates that the Verizoii 
s t t i t l~~ appeitrs to includc a iiuiribei. of;issuiiiplions that would need to be examined. 

Veri,mn C'oiiiiii~iii~catioii~ Inc , et d\~ -Fctleral Coniiiiunications Commission. et al., Nos. 
00-5 I I .  0 0 - 5 5 5 ,  00-587, 00-00, and 00-602 535 U S 467, 122 S Ct 1646, I52 L Ed 2d 
701, 2002  I.! S. LEXIS 3559, 70 I 1  S I W 4396 (May 13, 2002). 
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4 Ver imi i  ;11so i~idicalcs the shortlBll bctwcen TELRLC and Verizon's actual forward-looklng 
costs during 2002-2005 will be $1 2 billioii However, this appears lo be the dtfference 
bctwccii Lhc UNE rates proposcd by Veriron and the rates allowed by the New York Publ~c 
S e r ~ i c c  ('oinnitssion (NYPSC) in lhc iiiosi reccnI lJNE rate proccedlng. As noted In the 
NYIIPS' iiiitial comments, the NYPSC adoplctl Ven7on's cost model, which, In large part, 
rcl ict l  on historical data and rorward-looki~ig estiniatcs by Verizon's engineers. 
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